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Reports on Audited Financial 
Statements of Property and Liability 
Insurance Companies 
1. This statement of position amends appendix D, "Auditor's 
Reports of the AICPA Audit and Accounting Guide Audits of Prop-
erty and Liability Insurance Companies by deleting the last sen-
tence of paragraph 3 and inserting the following paragraphs after 
paragraph 3. 
Paragraph 4 of Statement on Auditing Standards (SAS) No. 62, Special 
Reports, states that a comprehensive basis of accounting other than 
generally accepted accounting principles (GAAP) includes a basis of 
accounting that the reporting entity uses to comply with the require-
ments or financial reporting provisions of a governmental regulatory 
agency to whose jurisdiction the entity is subject. An example is a basis 
of accounting insurance companies use pursuant to the rule of a state 
insurance commission. 
When an insurance company prepares statutory-basis financial state-
ments for filing solely with a regulatory agency, the auditor may use 
the form of report described in paragraph 8 of SAS No. 62 when 
reporting on those statements. The last paragraph of that report 
restricts its distribution solely to those within the entity and for filing 
with the regulatory agency. 
When statutory-basis financial statements are for general distribution, 
the auditor should use the form of auditor's report described in SAS 
No. 58, Reports on Audited Financial Statements. If the effects of the 
variances from GAAP on the financial statements are reasonably deter-
minable, the auditor issues an unqualified, qualified, or adverse opinion 
on those statements depending on the materiality of the variances. In 
the same report, the auditor also may express, in a separate paragraph 
of the report, an opinion on whether the financial statements are 
presented in conformity with the prescribed basis of accounting. 
If the effects of the variances from GAAP on the financial statements 
are not reasonably determinable and the auditor is not engaged to audit 
3 
the effects of the variances, the auditor should issue a disclaimer of 
opinion on the financial statements as to fair presentation with GAAP 
because of a limitation on the scope of the audit. In the same report, the 
auditor also may express, in a separate paragraph of the report, an 
opinion on whether the financial statements are presented in conform-
ity with the prescribed basis of accounting. The following is the form of 
report the auditor should issue in these circumstances: 
Independent Auditor's Report 
We have audited the accompanying statutory-basis balance sheets of 
P and C Insurance Company as of December 31, 19X2 and 19X1, and 
the related statutory-basis statements of income, surplus, and cash flows 
for the years then ended. These financial statements are the responsibil-
ity of the Company's management. Our responsibility is to report on 
these financial statements based on our audits. 
We conducted our audits of the accompanying statutory-basis financial 
statements in accordance with generally accepted auditing standards; 
however, as discussed in the following paragraph, we were not engaged 
to determine or audit the effects of the variances between statutory 
accounting practices and generally accepted accounting principles. 
Generally accepted auditing standards require that we plan and per-
form the audit to obtain reasonable assurance about whether the finan-
cial statements are free of material misstatement. An audit includes 
examining, on a test basis, evidence supporting the amounts and disclo-
sures in the financial statements. An audit also includes assessing the 
accounting principles used and significant estimates made by manage-
ment, as well as evaluating the overall financial statement presentation. 
We believe that our audits provide a reasonable basis for our opinion on 
the accompanying statutory-basis financial statements. 
The Company presents its financial statements in conformity with 
accounting practices prescribed or permitted by the [name of state] 
Insurance Department. When statutory-basis financial statements are 
presented for purposes other than for filing with a regulatory agency, 
generally accepted auditing standards require that an auditor's report 
on them state whether they are presented in conformity with generally 
accepted accounting principles. The accounting practices used by the 
Company vary from generally accepted accounting principles as 
explained in Note X, and the Company has not determined the effects 
of these variances. Accordingly, we were not engaged to audit, and we 
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did not audit, the effects of these variances. Since the financial state-
ments referred to above do not purport to be a presentation in conform-
ity with generally accepted accounting principles, we are not in a 
position to express and do not express an opinion on the financial 
statements referred to above as to fair presentation of financial position, 
results of operations, or cash flows in conformity with generally 
accepted accounting principles. 
In our opinion, the statutory-basis financial statements referred to 
above present fairly, in all material respects, the admitted assets, liabili-
ties, and shareholders' (members') equity of P and C Insurance Com-
pany at December 31, 19X2 and 19X1, and the results of its operations 
and its cash flows for the years then ended in conformity with account-
ing practices prescribed or permitted by the [name of state] Insurance 
Department. 
Effective Date 
2. This statement is effective for reports on financial statements 
for periods ended after December 15, 1990. 
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